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PROFII 


Oceanex, a leader in the container shipping industry in Eastern Canada, has recently completed its third 
year as an Income Fund. 


Oceanex's history dates back many decades as a key provider of intermodal transportation between the 
mainland and Newfoundland. 


The Newfoundland economy has undergone many positive changes in recent years and, as we move 
forward, the offshore energy sector is expected to provide impetus that will continue to strengthen the 
economic framework of Newfoundland and Labrador. Oceanex is well positioned to participate in the benefits 
of a stronger economic base. We continue to develop new opportunities that will be imperative to our ongoing 
success. Our ability to adapt to change while recognizing client needs will enable us to continue to play a 
leadership role in the years to come. 


REPORT 
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2000 OVERVIEW 
We are pleased to report record results of the Oceanex Income Fund for the year ending December 31, 2000. 


During the year, we generated revenues exclusive of fuel surcharges of $82,376,000, reflecting an increase 
of 1% over 1999, and consolidated net income of $10,807,000 an increase of 26% from last year’s level. 
This increase is attributable to an improvement in income before amortization, higher investment income 
from the ship replacement fund and a recovery of income taxes. The latter two items did not have any 
impact on cash flows related to operating activities. The income tax recovery is due to substantively 
enacted lower future income tax rates. 


Income before amortization, investment income from ship replacement fund and income taxes 
reached $12,695,000 for the year, 1% higher than $12,535,000 a year ago. These record results 
were achieved despite skyrocketing fuel expenses and the forced cancellation of two sailings in the 
fourth quarter due to a truckers’ strike at the port of Montreal. Our continuing program of cost 
saving initiatives implemented during the course of the year was one of the major contributing factors 
that partially offset the additional cost of fuel. 


Cash distributions to unitholders for the year totalled $9,810,000 or $112.44 per 100 trust units. Since Its 
inception, the Oceanex Income Fund made distributions to unitholders in accordance with the prospectus. 


S 


ur ship replacement fund yielded a very good return of 16.3% in 2000. As a result, the market value of 
the fund reached $24,104,000 at year-end and is to be utilized to eventually replace current vessels. 


Our ships are in good operating condition and since we did not have any vessel drydockings during the year, 
we were able to continue to offer consistent and reliable transportation and distribution services to our 
customers. As a result, we completed 148 trips between Montreal, Halifax and Newfoundland. This compares 
favourably with 1999 when we completed a total of 146 voyages between corresponding ports. In addition, our 
efficient door-to-door service enabled us to increase volumes. Container and trailer freight volumes to and from 
Newfoundland in 2000 totalled 64,223 TEU’s (twenty-foot equivalent units), an increase of 1.2% over 1999. 
In 2000, our carryings to Newfoundland were marginally below 1999 whereas traffic from Newfoundland rose 
by 1,254 TEU’s. Automobile shipments totalled 19,637 TEU’s, reflecting an increase of 2% over last year. 


Traffic from Newfoundland to Atlantic and Central Canada continues to show encouraging signs of 
growth. This sector represents a significant share of our total volume. In 2000, we generated over 11,300 TEU's 
of westbound volume, accounting for almost 18% of our total carryings. International shipping lines serving 
Far East markets from Halifax represented all of the demand for additional westbound volume in 2000. This 
involved the movement of additional shellfish and newsprint destined to the Far East. 


The Oceanex less than container load division enjoyed impressive gains in tonnage over the last several 
years. After three years of significant growth, 2000 tonnage decreased marginally. Nevertheless, revenues 
generated from this sector represented 10% of our total revenues in 2000, similar to the level reached in 1999, 
which was our best year since the inception of this service in 1993. 


We have now completed the third year of our five-year equipment replacement program. In March, we 
took delivery of 80 new 48' containers that have enabled us to meet the growing market demand for larger 
units. It is also noteworthy that one half of our new units have been modified to handle perishables, as we 
offer heated service during the winter months. The additional demand for larger units is evidenced by the fact 


that in 2000, we handled 900 more 48' containers than the previous year and this represented an increase of 
14% over 1999. 
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| am also pleased to report that we have entered into a seven-year exclusive transportation agreement for 
4,600 metric tons of bulk sugar annually from Montreal to St. John’s. This agreement necessitated the 
retrofitting of fifteen 20' containers. This additional utilization of 20' containers has the added benefit of 
improving our vessel stowage. It is also our intention to optimize the vessel stowage capacity of our Montreal 
service vessels. To that effect, in January 2001, the M.V. Cabot completed its drydocking and during this 
process we increased its 48' carrying capacity in order to meet the additional demand for these larger units. 
This was accomplished by modifying the vessel substructure thereby enabling us to handle more containers on 
the weather deck. 


OUTLOOK FOR 2001 

A slowing US economy and continuing high oil prices will temper the growth currently being enjoyed by 
most Canadian provinces. Unlike the trend in the rest of North America, the economy of Newfoundland and 
Labrador is expected to enjoy above average growth in 2001. This higher level of growth would stem from 
increased petroleum output from existing operations at Hibernia and new production at Terra Nova, as well as 
from related activity in the manufacturing and service industries. 


From a marketing perspective, we secured a number of new accounts in the latter part of 2000 and we 
look forward to handling their transportation requirements to Newfoundland for the entire twelve-month 
period in 2001. We will also enjoy considerable growth with Wal-Mart as we have been awarded the 
contract for carriage of two new store locations in Corner Brook and St. John’s estimated to generate 
an additional 800 TEU's. 


While our M.V. Cabot was in dry dock early in the year, overflow cargo was moved to St. John’s 
via our Halifax service vessel, the M.V. Sanderling, without service disruption to our clients. 


We have commissioned the construction of a new maintenance/office facility in St. John’s that 

will provide us with a state-of-the-art facility for equipment repairs and storage. This will also enable 

us to relocate all of our personnel under one roof. Another benefit of this new project will be the 

addition of 30,000 square feet of terminal space for container handling and storage. We expect this 
project to be completed in the fourth quarter of the year. 


After four decades of outstanding contributions to the success of Oceanex and its predecessor companies, 
Mr. Gilles Champagne, Chairman of the Board of Oceanex (1997) Inc., retired in December 2000. We will 
continue to build on the strong foundation that his vision has provided. Mr. David Tarr was recently appointed 
as Mr. Champagne’s successor. Mr. Tarr was previously President of CSL Equity Investments Ltd. Mr. Tarr has 
solid experience in our industry and has been a member of the Oceanex Board and its predecessor companies 
for over nine years. We are also pleased to announce the appointment of Mr. Fraser Edison of St. John’s, 
Newfoundland, to our Board in 2001. Mr. Edison is President and CEO of ConPro Group Limited and is very 
well respected in the St. John’s business community and throughout Atlantic Canada. 


We consistently strive to improve productivity. Our ongoing cost saving initiatives and continuous improvement 
programs will certainly enable us to further reduce our operating costs. 


We enjoy a high level of customer satisfaction. We will enhance our leadership position in all business 
sectors by continuing to build client relationships. Our passionate commitment to serving our customers will 
be the driving force of our business strategy. 


We are focused on creating an environment which rewards employee performance and 
fosters skill development. We introduced an employee unit purchase plan as well as a 
performance incentive program in 2000 for all of our non-unionized employees; both measures 
were very well received. In 2001, a number of personnel development seminars will be held both 
in-house and through external programs in order to enhance and fine-tune the leadership and 
customer service skills of our employees. 


We have in place a proactive management team and our long-standing ability to execute effectively 
represents a solid foundation for ongoing success and increased long-term unitholder value. 


| welcome this opportunity to express our sincere appreciation to all of our employees for their dedication 
and contribution throughout 2000. | am very proud of our collective achievement. 


| look forward to reporting on our progress throughout the year. 


Peter Henrico 


President & CEO 
February 20, 2001 
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ANALYSIS 


GENERAL 

Oceanex Income Fund (the "Fund") is a limited purpose trust. Its income is derived from the ownership of 
promissory notes and shares of Oceanex (1997) Inc. ("Oceanex"), a wholly owned subsidiary of the Fund. Cash 
distributions to unitholders are based on the operating results of Oceanex being sufficient to pay interest on 
the promissory notes, and dividends on the shares, and make returns of capital with respect to the shares. The 
Operating results of Oceanex are based on the volume of traffic handled by its vessels. As a low-cost, efficient 
transportation provider, Oceanex remains well positioned to sustain growth and stability. The economy of 
Newfoundland continues to focus on its plentiful resource base, with Oceanex playing a significant role as the 
key provider of transportation services. 


CONSOLIDATED OPERATING RESULTS 

Consolidated revenue increased by 4.4% in 2000 to reach $85,562,000, compared to $81,948,000 a year 

ago. This revenue included $3,186,000 of fuel surcharges in 2000 ($378,000 in 1999). Therefore, 

consolidated revenue, exclusive of fuel surcharges, increased by 1% to $82,376,000 in 2000 from 

$81,570,000 last year. Operating, selling and administrative expenses totalled $72,867,000, 5% 
higher than the comparative amount of $69,413,000 in 1999. These expenses included $9,682,000 
of fuel related expenses in 2000, up 75% from last year's level of $5,544,000. 


The fuel surcharge revenue generated in 2000 did not completely offset the higher fuel 
related expenses. However, this year’s ratio of operating, selling and administrative expenses before 
fuel related expenses to revenue before fuel surcharges improved to 77% from 78% in 1999. 


Income before amortization, investment income from the ship replacement fund and income taxes 
reached $12,695,000 in 2000, 1% higher than the $12,535,000 reported a year ago. 


Consolidated net income for the year ended December 31, 2000 was $10,807,000 ($1.24 per trust unit), 
up 26% from last year’s level of $8,573,000 ($0.98 per trust unit). This increase is attributable to an 
improvement in income before amortization, higher investment income from the ship replacement fund and a 
recovery of income taxes. The latter two items did not have any impact on cash flows related to operating 
activities. The income tax recovery is due to substantively enacted lower future income tax rates. 


The Fund made distributions to unitholders of $112.44 per 100 trust units, the same as in 1999 and 
consistent with forecasts. 


Oceanex handled 64,223 TEU's to and from Newfoundland in 2000, up 1.2% from 63,432 TEU's a year ago. 
Automobile shipments to Newfoundland also increased from 19,232 to 19,637, an increase of 2.1%. 


CONSOLIDATED BALANCE SHEET 

As required by the Canadian Institute of Chartered Accountants’ Section 3461 Employee Future Benefits, 
Oceanex retroactively adopted, without restatement of individual comparative consolidated financial statement 
balances, the method of accounting for employee future benefits. As a result of this change, the January 1, 2000 
accrued employee future benefits obligations increased and unitholders’ equity decreased by $595,000. 


LIQUIDITY AND CAPITAL RESOURCES 

Cash flows from operations, excluding investment income from the ship replacement fund, were $12,417,000 
($12,183,000 in 1999). After funding $1,694,000 of net sustaining capital expenditures ($2,312,000 in 1999), cash 
distributions of $9,810,000 ($112.44 per 100 trust units) were made. These distributions were identical to those 
made in 1999. In accordance with the Fund's distribution policy, these distributions were made after retaining 
reserves considered appropriate by the Board of Directors for working capital and sustaining capital expenditures. 


CASH DISTRIBUTIONS FOR FISCAL 2000 WERE AS FOLLOWS: 


RECORD 
DATE 


FEBRUARY 8 
Marcu 8 
APRIL 7 
May 8 


JUNE 8 


Juty 7 
Aucust 8 
SEPTEMBER 8 
OCTOBER 6 
NOVEMBER 8 


DECEMBER 8 


DISTRIBUTION 


DATE 


FEBRUARY 15 
Marcu 15 
AprRiL 14 

May 15 

JUNE 15 

JuLy 14 
Aucust 15 
SEPTEMBER 15 
OcTOBER 16 
NOvemMBER 15 


DECEMBER 15 


PAYMENT 
PER UNIT 


$0.0937 
0.0937 
0.0937 
0.0937 
0.0937 
0.0937 
0.0937 
0.0937 
0.0937 
0.0937 
0.0937 


TAXABLE 
PORTION 


$0.0789 
0.0789 
0.0789 
0.0789 
0.0789 
0.0789 
0.0789 
0.0789 
0.0789 
0.0789 
0.0789 


RETURN OF 
CAPITAL 


$0.0148 
0.0148 
0.0148 
0.0148 
0.0148 
0.0148 
0.0148 
0.0148 
0.0148 
0.0148 
0.0148 


DECEMBER 29 JANUARY 15, 2001 0.0937 0.0789 0.0148 


$1.1244 $0.9468 $0.1776 


$94.68 per 100 trust units, or 84.2% of the distributions, is taxable as income in the hands of the 
unitholders for Canadian income tax purposes (83.9% in 1999), while $17.76 (15.8%) is treated as a reduction 
of the adjusted cost base of the unitholders’ trust units (16.1% in 1999). 


Capital expenditures include sustaining and expansionary expenditures. Sustaining capital expenditures are 
required to maintain volume throughput capacity. Expansionary capital expenditures are to provide operating 
improvements with respect to either capacity or cost savings. Expansionary capital expenditures will be made 
only when, in the opinion of the Board of Directors of Oceanex, they would ultimately result in higher 
distributions to unitholders. There were no expansionary capital expenditures in 2000 or 1999, while the net 
sustaining capital expenditures funded by operations in 2000 amounted to $1,694,000 ($2,312,000 in 1999). 
These expenditures were consistent with the Fund's five-year sustaining capital expenditures program, which is 
expected to average $ 2,350,000 per year. In 1999, a ship life-extension expenditure of $1,201,000 for steel 
structural reinforcement, shell plating, deck replacement and machinery was incurred for the M.V. Cicero. This 
capital expenditure was funded from the ship replacement fund with the consent of the Trustees in accordance 
with Fund's Declaration of Trust. 


WE KNOW 


A ship replacement fund was established in 1998 with an initial amount of $11,700,000 and increased by 
$7,800,000 on January 6, 1999 with the receipt of the second instalment from the unitholders. Investment 
income earned by the fund consists of interest, dividends and other realized gains and is entirely reinvested in 
the fund. The purpose of the ship replacement fund is to meet anticipated capital expenditures required to 
extend the useful life of the three vessels owned by Oceanex and to eventually replace them. As at December 
31, 2000, the book value of the ship replacement fund was $21,382,000 ($19,823,000 in 1999); its market 
value was $24,104,000 ($20,724,000 in 1999), yielding a 16.3% return in 2000 and 10.3% per annum since 
inception. Investment income on realized gains within the ship replacement fund totalled $1,559,000 for the 
year ($888,000 in 1999). 


At its discretion, Oceanex may borrow up to $10 million per year, which includes borrowing against its existing 
$5 million revolving operating line of credit, subject to an aggregate sum equal to the greater of (i) $20 million, or 
(ii) double the amount of its income before interest, taxes and amortization for the most recently ended fiscal year. 
Any borrowing over and above those amounts requires the unanimous approval of the Oceanex Board of Directors. 
There were no borrowings during the year, other than nominal amounts drawn against the revolving operating line 
of credit. 


RISKS AND OPPORTUNITIES 

Shipping volumes may be influenced by changing economic conditions within the industries that produce 
and consume the goods shipped by Oceanex customers. While cargo shipments generally tend to be driven by 
demographics, the volume of shipments handled by Oceanex may be reduced by economic downturns. 


While the loss of one or more large customers would have a negative impact on financial performance, 
Oceanex’s large customer base, with only one customer accounting for more than 10% of revenues, 
should limit risks. This one customer represents 11% of revenue, 72% of which is generated by an 
automobile transportation contract that has been in effect for over 20 years. 


OUTLOOK 
Oceanex will continue to maintain its leadership role in the Newfoundland transportation 
industry. Looking forward, the resource base sector including oil and gas will continue to contribute 
significantly to the economy of Newfoundland and Labrador. 


Higher oil prices continue to stimulate ongoing exploration, with significant new projects coming 
on stream. Economic indicators, while down from earlier forecasts, remain positive for 2001. 


Consumer confidence is expected to be maintained throughout 2001, resulting in strong consumer 
demand for goods and services. The construction industry is forecasting continued growth throughout the year 
and beyond. Oceanex continues to provide excellent service levels to its varied cross section of customers. This, 
in addition to the high customer satisfaction approval, will enable the company to continue providing sound 
financial results. 


CONSOLIDATED FINANCIAL 
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AUDITORS’ REPORT 


To the unitholders of 
Oceanex Income Fund 


We have audited the consolidated balance sheets of Oceanex Income Fund as at December 31, 2000 and 
1999 and the consolidated statements of income, unitholders’ equity and cash flows for the years then ended. 
These financial statements are the responsibility of the Fund’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 


financial position of the Fund as at December 31, 2000 and 1999, and the results of its operations and its cash 
flows for the years then ended in accordance with Canadian generally accepted accounting principles. 


Srmet + CEP 
Montréal, Canada, 


February 2, 2001 Chartered Accountants 


CONSOLIDATED BALANCE SHEETS 


As at December 31 
[In thousands of dollars] 


ASSETS 

Current assets 

Cash and cash equivalents [note 1] 
Accounts receivable 

Prepaids, supplies and other assets 
Total current assets 


Capital assets [note 3] 


Ship replacement fund, at cost 
[market value $24,104: 1999 - $20,724] 


Goodwill 
[net of accumulated amortization of $1,509; 1999 — $990] 


LIABILITIES AND UNITHOLDERS’ EQUITY 
Current liabilities 

Bank indebtedness [note 4] 

Accounts payable and accrued liabilities 
Distributions payable to unitholders 

Total current liabilities 

Employee future benefit obligations [note 5] 


Future tax liability [note 6] 


Unitholders’ equity [note 7] 


Commitments and contingencies [notes 9 and 10] 


See accompanying notes 


On behalf of the trustees: : 3 


Hon. David R. Peterson 
Trustee 


2000 


636 
10,140 
1,392 
12,168 


44,797 


21,382 


19,259 


97,606 


9272 


78,370 


97,606 


1999 


10,514 
1,371 


11,885 


47,321 


19,823 


19,778 


98,807 


10,880 


77,968 


98,807 


Me 


R. Owen Mitchell 
Trustee 


CONSOLIDATED STATEMENTS OF INCOME 


For the years ended December 31 
[In thousands of dollars, except per unit amounts] 


2000 1999 
$ $ 

Revenue 85,562 81,948 
Expenses 
Operating, selling and administrative 72,867 69,413 
Income before amortization, investment income from 
ship replacement fund and income taxes 12,695 12,535 
Amortization of capital assets 4 388 4207 
Amortization of goodwill 519 495 
Income before investment income from ship replacement 
fund and income taxes 7,788 7,833 
Investment income from ship replacement fund 1,559 888 
Income before income taxes 9,347 8,721 
Income tax (recovery) expense [note 6] (1,460) 148 
Net income 10,807 8,573 
Earnings per trust unit 1.24 0.98 


CONSOLIDATED STATEMENTS OF UNITHOLDERS’ EQUITY 


For the years ended December 31 
[In thousands of dollars] 


2000 1999 

$ $ 

Unitholders’ equity, beginning of year 77,968 79,205 
Cumulative adjustment for change in accounting policy [note 2] (595) = 
Net income 10,807 8,573 
Distributions to unitholders [note 8] (9,810) (9,810) 
Unitholders’ equity, end of year 78,370 77,968 


See accompanying notes 


CONSOLIDATED STATEMENTS OF CASH FLOWS 


For the years ended December 31 
[In thousands of dollars] 


OPERATING ACTIVITIES 


Net income 

Items not requiring an outlay of funds: 
Amortization 
Employee future benefit obligations 
Future income taxes 
Gain on disposal of capital assets 


Cash flows from operations 
Investment income from ship replacement fund 
Change in non-cash working capital items related 


to operating activities 


Cash flows related to operating activities 


FINANCING ACTIVITIES 


Proceeds from issuance of trust units 
Distributions to unitholders 


Cash flows related to financing activities 


INVESTING ACTIVITIES 


Purchase of capital assets 

Proceeds on disposal of capital assets 

Purchase of intermodal transportation business 
Contribution to ship replacement fund 
Withdrawal from ship replacement fund [note 3] 


Cash flows related to investing activities 


Net change in cash and cash equivalents during the year 
(Bank indebtedness) cash and cash equivalents, beginning of year 


Cash and cash equivalents (bank indebtedness), end of year 
Supplementary information 


Income taxes paid 
Interest paid 


See accompanying notes 


2000 


10,807 
4,907 
40 
(1,608) 
(170) 
13,976 
(1,559) 
489 


12,906 


(9,810) 


(9,810) 


148 
21 


(217) 
13,071 

(888) 
(2,128) 


10,055 


34,900 
(9,810) 


25,090 


(3,730) 
217 
(27,100) 
(7,800) 
1,201 


(37,212) 


(2,067) 
1,301 


(766) 


135 
76 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2000 
[All tabular figures are in thousands of dollars] 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Oceanex Income Fund [the "Fund"] is a limited purpose trust established under the laws of the Province 
of Ontario by a Declaration of Trust made as of October 31, 1997 [note 7]. The Fund, through its wholly owned 
subsidiary Oceanex (1997) Inc. [the "Company"], operates an intermodal transportation business in Canada. 
The Fund is administered by a Board of Trustees and these consolidated financial statements reflect the 
operations of the intermodal transportation business. 


Use of estimates 

The preparation of the Fund's financial statements, in conformity with generally accepted accounting 
principles, requires management to make estimates that affect the reported amounts of assets and liabilities at 
the date of the financial statements and the reported amounts of revenue and expenses during the reporting 
period. Actual results could differ from those estimates. 


Principles of consolidation 
The consolidated financial statements include the accounts of the Fund and of its wholly-owned subsidiaries. 


Capital assets 
Capital assets are recorded at cost and are amortized on the straight-line method over their estimated 
useful lives which are as follows: 


Vessels 15 years 
Freight handling equipment 3 to 15 years 
Office equipment 3 to 10 years 


Goodwill 

On the acquisition of the intermodal transportation business in 1998, goodwill was recognized to the 
extent of the excess of the purchase price over the fair value of the underlying identifiable net assets acquired. 
Goodwill is amortized on a straight-line basis over 40 years. Projected cash flows are used to assess if there has 
been a permanent impairment in the value of goodwill. 


Financial instruments 

The Fund's primary financial instruments recognized in the balance sheet consist of accounts receivable, 
ship replacement fund, accounts payable and accrued liabilities and distributions payable to unitholders. 
Investments in the ship replacement fund accounted for at cost are assessed regularly against their respective 
current fair market value, and investments are written down for any permanent impairment in value. 
Investment income from the ship replacement fund represents interest, dividends and other realized gains, and 
is entirely reinvested in the fund. The ship replacement fund is diversified and no individual investment 
accounts for more than 10% of the total value. The carrying values of the Fund's other primary financial 
instruments approximate fair values due to their short-term nature. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2000 
[All tabular figures are in thousands of dollars] 


Income taxes 

The Fund is a unit trust for income tax purposes and, as such, is only taxable on any taxable income not 
allocated to unitholders. As all taxable income has been allocated to unitholders, no provision for income taxes 
on the income of the Fund has been made. Income tax obligations relating to distributions from the Fund are 
the obligations of the unitholders. 


On the other hand, the Company provides for income taxes using the liability method of tax allocation. 
Under this method, future income tax assets and liabilities are determined based on deductible or taxable 
temporary differences between the financial statement values and tax values of assets and liabilities, measured 
using substantively enacted income tax rates expected to be in effect for the year in which the differences are 
expected to reverse. 


Employee benefit plans 

The Fund has defined benefit pension plans for the majority of its employees. The Fund accounts for its 
obligations under the employee benefits plans and related costs, net of the plan assets. The cost of pension 
and other retirement benefits earned by employees is actuarially determined using the projected benefit 
method prorated on services based on management's best estimate of investment returns, salary projections, 
retirement age of employees and estimated health-care costs. For the purpose of calculating the estimated rate 
of return on plan assets, assets are assessed at fair value. The excess of the net actuarial gain or loss over 10% 
of the greater of the accrued benefit obligations and the fair value of the plan assets is amortized over the 
average remaining service life of employees. 


Statement of cash flows 

Cash and cash equivalents include cash and marketable securities having a maturity of less than three 
months from the date of acquisition, reduced by the amount of outstanding cheques at year-end. The Fund 
had cash equivalents of $1,396,000 as at December 31, 2000 [nil as at December 31, 1999]. 


2. CHANGE IN ACCOUNTING POLICY 

Effective January 1, 2000, the Fund retroactively adopted, without restatement of comparative 
consolidated financial statement balances, the method of accounting for employee future benefits as required 
by The Canadian Institute of Chartered Accountants’ recommendations in Section 3461, Employee Future 
Benefits. Previously, costs for employee future benefits other than pension were expensed as incurred and 
pension cost obligations were discounted at the long-term rate of return on net assets. In addition, experience 
gains and losses were amortized on a straight-line basis over the expected average remaining service life of the 
employee groups covered by the plans. 


As a result of this change, the January 1, 2000 accrued benefit obligations increased and unitholders' 
equity decreased by $595,000. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2000 
[All tabular figures are in thousands of dollars] 


3. CAPITAL ASSETS 


2000 1999 
Accumulated Accumulated 
Cost amortization Cost amortization 
$ $ $ $ 
Vessels 34,675 4810 34,675 3,150 
Freight handling equipment 21,276 6,989 19,567 4,567 
Office equipment 1,646 1,001 1,491 695 
57,597 12,800 55,733 8,412 
Accumulated amortization 12,800 8,412 
Net book value 44,797 47,321 


In 1999, the Company incurred capital asset additions amounting to $3,730,000, of which $1,201,000 
was to enhance the service life of the vessels. 


4, BANK INDEBTEDNESS 

The Company has an available revolving operating line of credit of $5,000,000 bearing interest at the 
greater of the bank’s prime rate and the average bankers’ acceptance rate plus 0.75%. The credit Is 
collateralized by a charge on the accounts receivable. As at year-end, there was no amount drawn under the 
line of credit [$233,000 drawn in 1999]. 


5. EMPLOYEE FUTURE BENEFIT OBLIGATIONS 

The Company provides defined benefit pension plans for its employees and a non-pension post retirement 
benefit plan for some of its employees. Based on the latest actuarial valuation performed as at December 31, 1999, 
the present value of accrued employee future benefits as at December 31, 2000 is as follows: 


Pension benefit Other benefit 


plans plan Total 
$ $ $ 

Accrued benefit obligations 
Balance at beginning of year Wey 451 7,783 
Current service cost 469 27 496 
Interest cost 492 33 525 
Benefits paid (341) (40) (381) 
Actuarial losses 722 51 773 
Balance at end of year 8,674 522 9,196 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 2000 
[All tabular figures are in thousands of dollars] 


Pension benefit Other benefit 


plans plan Total 
$ $ $ 
Plan assets 
Fair value at beginning of year 7,388 — 7,388 
Employer contributions 240 40 280 
Employee contributions 172 — 172 
Benefits paid (341) (40) (381) 
Return on plan assets 529 _ 529 
Actuarial gains 400 — 400 
Fair value at end of year 8,388 = 8,388 
Funded status — deficit (286) (522) (808) 
Unamortized net actuarial loss 322 51 373 
Accrued benefit asset (liability) 36 (471) (435) 
Valuation allowance _ — = 
Accrued benefit asset (liability) 
net of valuation allowance 36 (471) (435) 


The Company's net benefit plan expense for the year ended December 31, 2000 was as follows: 


Pension benefit Other benefit 


plans plan Total 

$ $ $ 

Current service cost 297 27 324 
Interest cost 492 33 525 
Return on plan assets (529) — (529) 
Net plan expense 260 60 320 


The significant actuarial assumptions used by the Company to determine its accrued benefit obligations as 
at December 31, 2000, were as follows: 


Pension benefit Other benefit 


plans plan 

% % 

Discount rate 5.6 6.5 
Expected long-term rate of return on plan assets 7.0 

Rate of compensation increase 3.0 40 


For measurement purposes, a 10% annual rate of increase in the per capita cost of covered health-care 
benefits was assumed. 


As at December 31, 1999, prior to the accounting policy change disclosed in note 2, the present value of 
accrued pension benefits and the estimated market value of pension assets amounted to approximately 
$6,034,000 and $7,350,000 respectively. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2000 
[All tabular figures are in thousands of dollars] 


6. INCOME TAXES 
The reconciliation of income tax computed at combined statutory tax rates to income tax expense is: 


2000 1999 
$ $ 
Income before income taxes 9,347 8,721 
Combined income tax expense at statutory rates 
[2000 - 41.3%; 1999 - 42.3%] 3,860 3,689 
Interest expense of the Company paid to the Fund, 
eliminated on consolidation (3,799) (3,888) 
Large corporation tax 148 135 
Decrease in tax rates (1,534) — 
Other (135) 212 
(1,460) 148 
Represented by: 
Current taxes 148 135 
Future income taxes (1,608) (ls! 
2 (1400) Sewer 48 5 


Future income taxes reflect the net tax effects of temporary differences between the carrying amounts of 
assets and liabilities for financial statement purposes and the amounts used for income tax purposes. 


7. UNITHOLDERS’ EQUITY 

An unlimited number of trust units may be issued pursuant to the Declaration of Trust. Each unit is 
transferable and represents an equal undivided beneficial interest in any distributions from the Fund and in the 
net assets of the Fund. All units are of the same class with equal rights and privileges. Each unit is not subject 
to future calls or assessments. Each unit entitles the holder to one vote at all meetings of unitholders. 


Units are redeemable at any time at the unitholder’s option at 95% of the market price at the time subject 
to an aggregate maximum of $40,000 in cash redemptions in any particular month. Redemption in excess of 
this amount will be satisfied by distributing a pro rata share [approximately $6.99 principal amount per unit] 
of the $61 million 13% Series A unsecured subordinated promissory notes of the Company, which are presently 
owned by the Fund and are maturing in 2012. 


In January 1998, the Fund issued 8,725,000 trust units at a price of $10 per unit for gross proceeds of 
$87,250,000. There has been no issuance or redemption of units since the inception of the Fund in 1998. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 2000 
[All tabular figures are in thousands of dollars] 


8. DISTRIBUTIONS TO UNITHOLDERS 

The Fund's policy is to make distributions to unitholders equal to cash flows from operations, less 
investment income from ship replacement fund and such reserves for working capital and capital expenditures 
as may be considered appropriate by the directors of the Company. 


The Fund made cash distributions of $9,810,000 in 2000 and in 1999 [$1.1244 per unit]. 84.2% of the 
amount distributed in 2000 [83.9% in 1999] is taxable as income in the hands of the unitholders for Canadian 
income tax purposes, while the remaining portion of 15.8% [16.1% in 1999] is treated as a reduction of the 
adjusted cost base of the unitholders’ trust units (return of capital). 


9. COMMITMENTS 
The Company is committed under various operating leases, with approximate minimum annual lease 
payments over the next five years as follows: 


$ 
2001 2,491 
2002 1,363 
2003 348 
2004 203 
2005 118 
Thereafter 343 


10. CONTINGENCIES 

Claims and legal proceedings may be instituted against the Fund and the Company in the normal course 
of business. Legal proceedings are often subject to numerous uncertainties and it is not possible to predict the 
outcome of individual cases. In management's opinion, the Fund has made adequate provision for or has 
adequate insurance to cover all claims and legal proceedings. Consequently, any settlements reached should 
not have a material effect on the Fund's financial position. 


11. INFORMATION ABOUT MAJOR CUSTOMERS 

One customer represented approximately $9,684,000 [11%] of total revenue [$10,136,000 or 12% in 
1999]. In addition, at year-end, one customer accounted for $1,071,000 [11%] of trade accounts receivable 
[$1,431,000 or 14% in 1999]. 
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